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by Daniel Brock, CPA, CVA

In 2016, the Financial Accounting Standards Board (FASB) issued a new standard that 
will significantly change how businesses record and report their leases. The new 
standard will go into effect for fiscal years beginning after December 15, 2019 for  
nonpublic companies.
  
The most significant change in this new standard is that all leases with terms in  
excess of 12 months will be reported on the balance sheet. Under the current stan-
dard, leases that qualified as operating leases were left off the balance sheet and 
recorded as lease expense as they were paid.

While this will generally not result in a significant change to your net equity, it does 
have the potential to greatly affect two key areas that rely on the financial statements:

1. Bonding Capacity
One of the most critical components of the financial statements is working capital 
(current assets minus current liabilities), as this shows the contractor’s ability to 
service upcoming obligations.  Working capital is also a major factor in your bonding 
capacity.

Under the new leasing standard, working capital will decrease, as the next 12 months’ 
worth of lease payments will be added to current liabilities, while the leased asset 
will be noncurrent. 

2. Debt Covenants
If you have bank loans that require you to maintain certain financial ratios, these 
could be negatively impacted by the new lease standard. For example, a maximum 
debt to equity ratio could pass under the current law, but fail after the leases are  
added to the balance sheet as liabilities.  

As the time to implement these new rules gets closer, you will need to contact your 
BMSS CPA to see how these changes could impact your balance sheet, your bonding 
agent on how this will affect your capacity and your banker to make any necessary 
adjustments to your agreements so any ratios or covenants do not become  
unreasonable under the new standard.  

If you would like to hear more on this and other new FASB standards, as well as the 
new tax law and how it will impact the construction industry, BMSS is having a panel 
discussion on October 9, 2018.  Keep an eye on our website and social media for 
more information on this event.  
               

CPA firms come in many shapes and 
sizes. Different knowledge levels, 
different specialties, different pricing 
structures and, most importantly, 
different philosophies for serving 
clients. So, how do you find a firm that 
is just the right fit for your organization?

At Barfield, Murphy, Shank & Smith, 
our business philosophy is simple. 
We provide peace of mind. What’s 
important to you is important to us. 
Knowlege is key. Deadlines are met. 
Costs are fair. And, relationships 
matter. 

When BMSS began in 1991, it was with 
the idea that an accounting firm could 
be different, could stand out from 
other firms. The goal was to provide 
employees with a place where they 
could have a career and a life outside 
of work. A place where a person is 
not just viewed as billable hours but 
as a vital part of the team. This way of 
thinking is not just applied internally 
but externally to clients as well. We 
want to provide uncommon service 
to our clients and become a trusted 
advisor to your business, not just a 
number cruncher.

We recognize that no two clients 
are alike, which is precisely why our 
engagements are tailored to suit your 
particular needs. With BMSS, you 
won’t be under-serviced, over-billed, 
lost in the crowd or left with unmet 
expectations. We are large enough to 
offer specialized expertise, yet small 
enough to value personal relationships.

With our remarkable, talented team in 
your corner, success is on the horizon 
and peace of mind around the corner.

For more information, please visit our 
website at www.bmss.com or call us at 
(833) CPA-BMSS.

LOCAL FIRM  
NATIONAL KNOWLEDGE  

GLOBAL REACH

NEW LEASE STANDARD - HOW IT AFFECTS 
CONTRACTORS

http://www.bmss.com
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the plan is meeting its goals, can provide 
funds for participants now and in the 
future and is staying in compliance.  

First, what companies are required to 
have an audit for their retirement plan? 
All 401k plans that file as a “large” plan 
on Form 5500 are required to attach 
an audit performed by an independent, 
qualified, external firm. A company is 
considered to have a large plan if it has 
over 100 “eligible” participants as of the 
first day of the plan year. Notice that 
we emphasize the word “eligible.” An 
eligible employee is an employee that 
has met the criteria to participate in the 
company’s retirement plan whether they 
choose to participate or not. 

So, eligible participants would include:
former employees who still have a 
balance in their account; 
current employees who could  
participate in the plan but choose 
not to; and
employees who meet the criteria 
and are actively participating in the 
plan.

It is critical that, as the plan sponsor, you 
are aware of each employee’s eligibility 
in order to identify your company’s  
status to correctly complete the  
Form 5500.  

Now, just to make things more interest-
ing, there is an “80-120 participant” rule. 

EBP AUDITS - DOES YOUR PLAN REQUIRE AN AUDIT? 
IF SO, HOW CAN YOU PREPARE?

by Ashley Caldwell, CPA

A retirement plan is a great benefit to 
provide for your employees in a world 
where there is much uncertainty  
surrounding Social Security. According 
to the Social Security Administration’s 
Chief Actuary, “program cost [is expect-
ed] to rise by 2035 so that taxes will be 
enough to pay for only 75 percent of 
scheduled benefits.”1 

Without modifications made to the  
program as it is today, reductions in  
benefits may well be on the horizon over 
the next 20 years. Therefore, many  
people see retirement plans as a  
necessary benefit from their employer.

If your company does offer a retirement 
plan, there are many rules and regula-
tions that must be followed to comply 
with the Employee Retirement Income 
Security Act of 1974 (ERISA). One of these 
rules is that you must file a Form 5500. 
As a plan sponsor, you may wonder, at 
what point do I need an audit for our 
401k plan? Is the plan in compliance? 
Will the plan be able to meet future 
needs? 

There may be a host of questions that 
are keeping you up at night. Especially 
since a plan sponsor’s fiduciary respon-
sibility is such an important role. It is up 
to the plan sponsor to make sure that 

This rule applies to companies who filed 
as a “small” plan in a previous year but 
have grown and may now be considered 
a large plan. However, if the number of 
eligible participants is still under 120 and 
the company filed as a small plan in the 
previous year, it can avoid the external 
audit requirement. Once that magic  
number reaches 121 by the first day of a 
plan year though, the company must get 
an external audit performed.  
Furthermore, once a company does 
undergo an external audit, the number 
of eligible employees’ threshold drops 
back down to 100 for the external audit 
requirement for all future years. 

Once you’ve determined that you need 
an independent, external audit  
performed, who do you choose?  
Because the experience of a firm is 
crucial to performing an accurate and 
efficient audit, it is a good idea to choose 
a firm that performs multiple retirement 
plan audits and who will take the time 
to understand your company’s unique 
eligibility requirements and situation.  
According to the DOL, 

“One of the most common  
reasons for deficient accountants’ 
reports is the failure of the auditor 
to perform tests in areas unique to 
employee benefit plan audits. The 
more training and experience that 
an auditor has with employee  
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benefit plan audits, the more  
familiar the auditor will be with 
benefit plan practices and  
operations, as well as the special 
auditing standards and rules that 
apply to such plans.”2 

A thorough external audit provided by 
experienced auditors can provide you 
with insight into the control environment 
of your plan’s processes and identify 
prohibited transactions as well as  
operational errors or inconsistencies. 
Once these items are identified, you 
should be able to take steps to correct 
or remedy those errors which can help 
you successfully manage and administer 
your plan.  

If you must get an external audit, here 
are a few things that may help you  
prepare so that your audit goes as 
smoothly and painless as possible:

Contact the auditor approximately three 
months before your audit is scheduled 
to occur.  

You can confirm scheduling, fees 
and any issues or concerns that 
have arisen during the year.
During this timeframe, you and your 
auditor can go over prior year audits 
to review notes, suggestions, etc. 
This will also give the auditors time 
to consider your unique aspects and 
tailor their current year approach to 
identify all areas to be covered.  

Contact your custodian.
The auditors will need access to the 
custodian’s information. This will 
allow for the time needed to grant 
access to files, etc.
In addition, this will also allow the 
auditors time to begin making their 
sample selections.  

Compile all necessary documents.
The auditors can provide you with 
a list of information they will need 
in order to perform the audit. The 
sooner this information is prepared 
and sent to the auditor the better. 
This will give your auditors the ability 
to complete as many steps as  
possible before they physically 
arrive at your office.
Having the documents beforehand 
will also allow your auditors time to 
plan for questions they have while 
in your office thus promoting a more 
efficient use of the time allotted for 
fieldwork and less intrusions into 
your staff’s time.

Keep in contact with the auditor during 
and after the audit fieldwork.

Responding to open items will help 
the audit progress quickly and  
efficiently.
Staying in contact will also minimize 
any surprises. However, the audi-
tor should consistently remain in 
contact with you during the entire 
process and keep you apprised 
of any issues or questions. There 

should never be surprises when an 
audit report is issued.
Make notes of what went well, what 
might be improved, etc. for next 
year.

Overall, an audit is not something to be 
dreaded or feared. It is simply a  
mechanism to assist you in complying 
with DOL regulations. Once the audit is 
complete, the information can be used 
to help strengthen internal controls,  
correct areas of noncompliance,  
improve processes and help you gain a 
greater appreciation for your role as the 
plan sponsor.

If you have any questions regarding this 
information or about your company’s 
specific audit requirements, please 
reach out to one of our employee benefit 
plan professionals. We are here and 
ready to help you navigate the ins and 
outs of employee benefit plan rules and 
regulations.

1The Future Financial Status of the Social 
Security Program

2Selecting an Auditor for Your Employee 
Benefit Plan

Additional Information:

DOL Website 

Meeting Your Fiduciary Responsibilities

EBP Audits... Continued

QUALIFIED BUSINESS INCOME DEDUCTION
The IRS released long-awaited  
guidance on new Code Sec 199A, 
commonly known as the “pass-through 
deduction” or the “qualified business 
income deduction.” Taxpayers can rely 
on these proposed regulations and a 
proposed revenue procedure until they 
are issued as final (NPRM REG-107892-18; 
Notice 2018-64).

Code Sec. 199A allows business owners 
to deduct up to 20 percent of their  
qualified business income (QBI) from 
sole proprietorships, partnerships, trusts 
and S corporations. The deduction is one 

of the most high-profile pieces of the Tax 
Cuts and Jobs Act of 2017.

COMMENT.
The proposed regulations apply to:

individuals, which includes  
individuals, trusts, estates, and  
other persons who are eligible for 
the deduction; and
relevant pass-through entities 
(RPEs), which are passthrough  
entities that directly operate a 
qualified trade or business or pass 
through the items of QBI from  
lower-tier RPEs to an individual.

Trade or Business
The proposed regulations incorporate 
the Code Sec. 162 rules for determining 
what constitutes a trade or business. 
However, a rental activity that does not 
meet the Code Sec. 162 requirements 
also qualifies as a business if it rents or 
licenses tangible or intangible property 
to a commonly controlled business. 
Businesses are commonly controlled if 
the same person or persons own at least 
50 percent of each business.

A taxpayer may have more than one 
trade or business, but a single trade or 

https://www.ssa.gov/policy/docs/ssb/v70n3/v70n3p111.html
https://www.ssa.gov/policy/docs/ssb/v70n3/v70n3p111.html
https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/selecting-an-auditor-for-your-employee-benefit-plan.pdf
https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/selecting-an-auditor-for-your-employee-benefit-plan.pdf
https://www.dol.gov/agencies/ebsa/employers-and-advisers/plan-administration-and-compliance/retirement
https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/meeting-your-fiduciary-responsibilities.pdf
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Qualified Business... Continued

business generally cannot be conducted 
through more than one entity. Taxpayers 
cannot use the passive activity rules to 
group multiple activities into a single 
business. 

However, an individual may aggregate 
businesses if:

each one is itself a trade or  
business;
the same person or group owns a 
majority interest in each;
all items attributable to them are 
reported on returns using the same 
tax year;
none is a specified service trade or 
business; and
they are actually part of a larger, 
integrated trade or business.

COMMENT.
RPEs cannot aggregate businesses.
Specified Service Trade or Business
Income from a specified service trade 
or business (SSTB) generally cannot be 
qualified business income, though this 
exclusion is phased in for lower-income 
taxpayers.

A new de minimis exception allows a  
service business to escape the SSTB 
designation if less than 10 percent of its 
gross receipts is attributable to services 
(or less than 5 percent if the business 
has more than $25 million in gross re-
ceipts).

The regulations largely adopt existing 
rules for what activities constitute a 
service. However, a business receives 
income because of an employee/ 
owner’s reputation or skill only when the 
business is engaged in:

endorsing products or services;
licensing the use of an individual’s 
image, name, trademark, etc.; or
receiving appearance fees.

The regulations also define “financial  
services” to exclude banking, and 
provide detailed rules for the trade or 
business of being an employee.

In addition, the regulations try to limit 
attempts to spin-off parts of a service 
business into independent qualified  

businesses. Thus, a business that  
provides 80 percent or more of its 
property or services to a related service 
business is part of that service  
business. Similarly, the portion of  
property or services that a business 
provides to a related service business is 
treated as a service business.  
Businesses are related if they have at 
least 50 percent common ownership.

Wages/Capital Limit
A higher-income taxpayer’s qualified 
business income may be reduced by the 
wages/capital limit. This limit is based on 
the taxpayer’s share of the business’:

W-2 wages that are allocable to QBI; 
and
unadjusted basis in qualified  
property immediately after  
acquisition (UBIA).

 
The proposed regulations and Notice 
2018-64 provide detailed rules for  
determining W-2 wages. These rules 
generally follow the rules that applied to 
the Code Sec. 199 domestic production 
activities deduction.

COMMENT.
However, the Code Sec. 199 rules  
applied to the taxpayer’s aggregate  
wages, while the QBI rules apply  
separately to each business. If wages 
are allocable to multiple businesses, 
they are allocated to each business in 
accordance with wage expense.

In defining UBIA, the proposed  
regulations largely adopt existing  
capitalization rules for determining  
basis. However, “immediately after 
acquisition” is the date the business 
places the property in service. Thus, 
UBIA is generally the cost of the property 
as of the date the business places it in 
service.
 
In addition, the proposed UBIA  
regulations:

clarify that additional first-year 
depreciation does not affect the 
recovery period;
provide anti-abuse rules for end-of-
year acquisitions;
generally adopt existing MACRs 
rules for improvements, additions, 

and nonrecognition transactions;
exclude most partnership basis 
adjustments; and
allocate basis when a pass-through 
entity owns the property.

Other Rules
Finally, the proposed regulations  
address several other issues, including:

definitions;
basic computations;
loss carryovers;
Puerto Rico businesses;
coordination with other Code  
Sections;
penalties;
previously suspended losses and 
net operating losses;
other exclusions from qualified  
business income;
allocations of items among multiple 
businesses; and
application to trusts and estates.

Effective Dates
Taxpayers may generally rely on the  
proposed regulations and  
Notice 2018-64 until they are issued as 
final. However:

several proposed anti-abuse rules 
are proposed to apply to tax years 
ending after December 22, 2017;
anti-abuse rules that apply  
specifically to the use of trusts are 
proposed to apply to tax years  
ending after August 9, 2018; and
if a qualified business’ tax year 
begins before January 1, 2018, and 
ends after December 31, 2017, an 
individual’s items are treated as  
having been incurred in the  
individual’s tax year during which 
business’s tax year ends.
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addresses of their contributors must 
continue to keep this information in 
their books and records in case the IRS 
wishes to examine this information. In 
addition, the change does not affect the 
reporting of contribution information on 
Schedule B, other than the names and 
addresses of contributors, including the 
dollar amount of contributions. 
 
The revised reporting requirements 
apply to information returns for tax years 
ending on or after Dec. 31, 2018. Thus, 
the revised requirements generally will 
apply to returns that become due on or 
after May 15, 2019.
 
Implications for Nonprofits
        
Reactions to the new rules from those 
affected are strong.
 
Advocates claim it as an important win 
that supports:

Data privacy: While the IRS isn’t  
allowed to disclose confidential  
donor information, it has inadvertent-
ly done so in the past. Eliminating this  
information from tax filings will  
reduce the chances it may be  
accidentally released or fall into the 
wrong hands.

Free speech: Free-speech advocates 
believe donor information should be 
kept private, so that it can’t be used 
by the government to target donors. 
For example, the IRS was previously 

accused of unfairly targeting tea  
party and progressive groups.

Critics express several concerns:

Hampers fraud detection: The IRS 
may not need donor information for 
tax administration purposes, but 
it is useful for detecting fraud. The 
government will now have no means 
to track how cash is being funneled 
into these tax-exempt organizations, 
leaving the door open to potentially 
dangerous and foreign influences.

Reduces fiscal transparency: The 
move is a major setback for those 
who champion more transparency 
around political donations. While 
donor information was never      
disclosed to the public, the  
government will now remain in the 
dark about how foreign actors might 
be influencing the political landscape.

 
Regardless of the new guidance, all 
tax-exempt organizations should still 
diligently collect information about their 
donors to prepare for a potential audit 
or change of course by the IRS down the 
road.

This article originally appeared in BDO USA, 
LLP’s “Nonprofit Standard” blog (July 27, 
2018). Copyright © 2018 BDO USA, LLP. All 
rights reserved. www.bdo.com.

by Marc Berger

On July 16, 2018, the IRS released 
Revenue Procedure 2018-38, modifying 
the information reported to the IRS by 
certain tax-exempt organizations on their 
annual Form 990 or Form 990-EZ infor-
mation return. Affected organizations 
will no longer be required to report the 
names and addresses of their reportable 
contributors on the Schedule B of their 
Forms 990 or 990-EZ.
 
This change affects all organizations that 
are tax-exempt under Section 501(c), 
other than charitable organizations  
described under Section 501(c)(3). This 
includes labor unions, trade associa-
tions, social welfare groups, issue- 
advocacy groups, local chambers of 
commerce, and veteran groups.  
Nevertheless, Section 527 political  
organizations, like charitable  
organizations, will still be required to 
report the names and addresses of their 
reportable contributors on their annual 
returns.
 
The reasons provided by the IRS for the 
change include decreased compliance 
costs for affected organizations,  
reduced consumption of IRS resources 
in connection with the redaction of such 
information, and reduced risk of the 
inadvertent disclosure of information 
that’s not open to public inspection.
 
The tax-exempt organizations relieved of 
the obligation to report the names and 

SIGNIFICANT RULE CHANGE FOR TAX-EXEMPT 
ORGANIZATIONS REPORTING DONOR INFORMATION

http://www.bdo.com
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by Karen Poist, CPA and Kim Tarnakow, 
CPA

On June 21, 2018, the Supreme Court 
issued its decision on the South Dakota 
v. Wayfair, Inc. case (Wayfair). This is the 
biggest ruling in the sales tax area in more 
than 25 years. What does Wayfair mean 
to the business owner? Here is some key 
information on the Wayfair case and what 
it may mean for your business and the 
action steps that can be taken now.

What did Wayfair change regarding sales 
tax filing requirements?

Prior to Wayfair, a state was only allowed 
to require a business to assess, collect 
and remit sales tax if sufficient “nexus” or 
“connection” existed between a business 
and a state. A connection was gener-
ally established by a business having 
a physical presence in a state, such as 
an employee, a salesperson, delivering 
products in company vehicles, installing 
products, providing services, etc. Once 
physical presence was established, the 
business was required to register for, 
assess, collect and remit sales tax to the 
state and local jurisdictions, if applicable.  

E-commerce has created many challeng-
es for the states and their current sales 
tax laws (keeping in mind that the laws 
were established based on a Supreme 
Court ruling long before the internet was 
so widely used). The physical presence 
standard has now become obsolete.  
Brick-and-mortar stores are losing sales 
to online retailers (known as remote 
sellers) as these remote sellers may not 

be required to assess, collect and remit 
sales tax on their sales and consumers 
are taking advantage of the “sales tax 
free” sale over the internet - even though 
the consumer is required to self- assess 
and pay use tax if sales tax was not  
assessed on the sale. Thus, state and  
local jurisdictions are losing the sales 
and use tax dollars that the remote 
sellers are not required to assess and 
consumers are not self-assessing.

To capture these lost sales and use tax 
dollars, many states, including South  
Dakota, have enacted economic  
presence nexus statutes. These  
statutes are based on the premise that if 
a business is benefiting from a market in 
a state, whether or not there is a  
physical presence in the state, the 
business should assess, collect and 
remit sales tax to that state. There is 
great difficulty in determining when 
a business is benefiting from a state.  
Some states have implemented thresh-
old standards as evidence of economic 
nexus. This provides a bright-line test 
for remote sellers to assess, collect 
and remit sales tax. The new economic 
nexus standard did not agree with the 
prior Supreme Court precedence of the 
physical presence standard and there-
fore the Supreme Court had to rule on 
the new nexus standard, hence, Wayfair.  
It should be noted that the economic 
nexus standard applies to remote sellers 
without a physical presence in a state. If 
your business has a physical presence 
in a state, the business more than likely 
already has sales tax nexus.

What are the thresholds that create 
economic sales tax nexus?

The thresholds that establish econom-
ic sales tax nexus vary by state.  Most 
states are adopting thresholds that are 
tied to sales dollars or to a number of 
separate sales transactions. Many states 
have chosen $100,000 in sales or 200 
separate transactions in a 12-month 
period (or based on prior year sales 
activity).  More states are expected to 
adopt economic nexus standards and 
states with statutes in place continue to 
add and issue additional guidance. Many 
questions still remain unanswered. Is a 
business that exceeds a state’s econom-
ic nexus threshold in one year but does 
not in the subsequent year still required 
to assess, collect and remit sales tax to 
that state?  It appears so. Businesses 
with remote sales that are below the 
economic nexus thresholds need to be 
aware that they may have other state 
reporting requirements. A few states are 
implementing mandatory sales reporting 
to gather information of sales to con-
sumers in their state for which sales tax 
had not been assessed by the seller. The 
purpose of this reporting is to increase 
the self-assessment and collection of 
use tax by consumers. 

What does Wayfair mean to your  
business?

If your business is currently selling 
products (and in some cases, services) 
without having a physical presence in a 
state, then your business may now be 

SALES TAX AND WAYFAIR - 
WHAT DOES IT MEAN FOR YOUR BUSINESS?
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required to assess, collect and remit 
sales tax to that state.  If your business 
has exceeded the minimum economic 
threshold standards, then you must 
understand the appropriate sales tax-
ability of your products or services and 
have your accounting systems in place 
to assess, collect and remit sales tax on 
applicable sales.

What steps should be taken now to  
prepare for Wayfair? 

Some states are implementing the  
economic nexus sales tax filing 
requirements on remote sellers  
October 1, 2018, while others are waiting 
until January 1, 2019.  Many states have 
not provided details as to when  
enforcement will start.  Now is the time 
to prepare for Wayfair! A current list of 
sales tax economic nexus thresholds is 
listed by state below.

STATE SALES & USE TAX ECONOMIC NEXUS STATUTES

Several states have enacted economic nexus statutes for sales/use taxes. See below for thresholds, legal effective dates, and 
administrative enforcement dates for each state. States not listed have not yet adopted economic nexus or have not yet  
announced thresholds or effective/enforcement dates.

Alabama 
Economic Nexus Threshold: $250,000 AL sales for previous calendar 
year, AND at least one other activity enumerated under Alabama law 

Legal Effective Date: 1/1/2016 

Administrative Enforcement Date: 10/1/2018 

Connecticut 
Economic Nexus Threshold: $250,000 in annual gross receipts AND 200 
retail sales during the 12-mo period ended on Sept. 30th immediately 
preceding the monthly or quarterly period with respect to which such 
person’s liability for tax is determined 

Legal Effective Date: 12/1/2018 

Administrative Enforcement Date: 12/1/2018 

Georgia 
Economic Nexus Threshold: $250,000 in GA sales in current or prior 
calendar year delivered electronically or physically to GA, OR 200 
separate sales transactions in current or prior calendar year deliv-
ered electronically or physically to GA 

Legal Effective Date: 1/1/2019 

Administrative Enforcement Date: 1/1/2019 

Hawaii 
Economic Nexus Threshold: In the current, or immediately preceding 
calendar year, $100,000 gross income or gross proceeds from the 
sale of TPP delivered in HI, services used or consumed in HI, or 
intangible property used in HI; OR 200 separate transactions from 
such sales 

Legal Effective Date: 7/1/2018 (applies to tax years beginning after 
12/31/2017) 

Administrative Enforcement Date: 7/1/2018 

Illinois 
Economic Nexus Threshold: $100,000 in cumulative gross receipts from 
sales to TPP or services to purchasers in IL, OR 200 separate trans-
actions for the sale of TPP or services to purchasers in IL (in prior 4 
quarters) 

Legal Effective Date: 10/1/2018 

Administrative Enforcement Date: 10/1/2018

Indiana 
Economic Nexus Threshold: $100,000 in IN sales in current or prior 
calendar year delivered electronically or physically to IN, OR 200 sep-
arate sales transactions in current or prior calendar year delivered 

Here are a few steps that can be taken 
now to prepare for Wayfair:

Communicate to relevant parties 
that the company may be subject to 
additional sales tax assessment, col-
lecting and reporting responsibilities, 
based on the Wayfair case.  This may 
include customers, CFO, Legal, IT, 
Customer Support, A/R, A/P, etc.
Review current accounting/billing 
systems to determine if it has the  
capabilities to provide the informa-
tion to determine sales and  
transactions by state.  
Look over your current sales tax  
reporting systems to determine if it 
has the capabilities to handle the  
potential increased filing and  
reporting requirements.
Determine the amount of sales and 
number of transactions by state for 
2017 and YTD 2018. States are looking 

at both the prior year and the current 
year to determine if economic nexus 
thresholds have been met and  
exceeded.
Once a determination is made that the 
business is subject to filing require-
ments in a new state, understand the 
laws of the state and how your prod-
ucts or services will be taxed by the 
state and localities.

The Wayfair case can seem overwhelm-
ing for many businesses, but the best 
approach is to be proactive and address 
it now rather than later.  The BMSS SALT 
Services Group is available to help you 
and your business and to provide you 
peace of mind.  Please contact Karen Poist 
or Kim Tarnakow for additional information 
or questions by calling (833) CPA-BMSS. 

Sales Tax and Wayfair... Continued

http://www.bmss.com/services/state-local-taxes/
http://www.bmss.com/services/state-local-taxes/
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electronically or physically to IN 

Legal Effective Date: 7/1/2017 

Administrative Enforcement Date: Pending resolution of instate 
litigation, enforcement will begin 10/1/2018. 

Iowa 
Economic Nexus Threshold: Gross revenue from IA sales of 
$100,000 for an immediately preceding calendar year or 
current calendar year, OR makes IA sales in 200 separate 
transactions for an immediately preceding calendar year or 
current calendar year 

Legal Effective Date: 1/1/2019 

Administrative Enforcement Date: 1/1/2019 

Kentucky 
Economic Nexus Threshold: $100,000 in KY sales in current or 
prior calendar year delivered electronically or physically to KY, 
OR 200 separate sales transactions in current or prior calen-
dar year delivered electronically or physically to KY 

Legal Effective Date: 7/1/2018 

Administrative Enforcement Date: 7/1/2018 

Louisiana 
Economic Nexus Threshold: If during the previous or current 
calendar year, either: $100,000 from sales of TPP, products 
transferred electronically, or services; OR 200 separate trans-
actions 

Legal Effective Date: 6/21/2018 

Administrative Enforcement Date: No additional guidance 

Maine 
Economic Nexus Threshold: $100,000 in ME sales in current 
or prior calendar year, OR 200 separate sales transactions in 
current or prior calendar year 

Legal Effective Date: 10/1/2017 

Administrative Enforcement Date: No additional guidance

Maryland 
Economic Nexus Threshold: As broadly as permitted under the 
U.S. Constitution. 

Legal Effective Date: Since at least 6/23/1995 

Administrative Enforcement Date: No additional guidance 

Massachusetts 
Economic Nexus Threshold: Out-of-state internet vendors that 
have certain software or hardware in MA and who make sales 
of TPP or services in MA in excess of $500,000; AND who make 
such sales for delivery in MA in at least 100 transactions in the 
preceding calendar year have nexus in MA (i.e., “cookie” nexus) 

Legal Effective Date: 10/1/2017 

Administrative Enforcement Date: 10/1/2017 

Michigan
Economic Nexus Threshold:  Gross revenue from MI sales of $100,000 for 
the previous calendar year, OR enters into 200 or more separate trans-
actions for the previous calendar year in the state. 

Legal Effective Date: 10/1/2018

Administrative Enforcement Date: 10/1/2018 

Minnesota 
Economic Nexus Threshold: 10 or more retails sales totaling $100,000 
from outside MN to destinations within MN for a period of 12 consecu-
tive months, or 100 or more retail sales from outside MN to destinations 
within MN for a period of 12 consecutive months; AND engages in any of 
the activities that demonstrate the regular or systematic solicitation of 
sales under Minnesota law 

Legal Effective Date: 6/21/2018 

Administrative Enforcement Date: 6/21/2018 (or a later date to be an-
nounced soon) 

Mississippi 
Economic Nexus Threshold: $250,000 in MS sales for prior 12 months AND 
remote seller must engage in other MS activities such as advertising, 
direct mail marketing, e-mailing, texts, telephone solicitation, etc. 

Legal Effective Date: 12/1/2017 

Administrative Enforcement Date: No additional guidance 

Nebraska 
Economic Nexus Threshold: Gross revenue from Nebraska sales of more 
than $100,000 OR 200 or more separate transactions for the previous or 
current calendar year in the state. 

Legal Effective Date: 1/1/2019 

Administrative Enforcement Date: 1/1/2019 

New Jersey 
Economic Nexus Threshold: Seller’s gross revenue from delivery of TPP, 
specified digital product, or services into NJ in the calendar year ex-
ceeds $100,000, OR 200 separate transactions. 

Legal Effective Date: 10/1/2018 (if enacted into law) 

Administrative Enforcement Date: No additional guidance 

North Carolina
Economic Nexus Threshold: Gross revenue from NC sales in excess of 
$100,000 sourced to NC, OR 200 or more separate transactions sourced 
to NC in the previous or current calendar year.  

Legal Effective Date: 11/1/18 

Administrative Enforcement Date: 11/1/18

North Dakota 
Economic Nexus Threshold: $100,000 in ND sales in current or prior calen-
dar year, OR 200 separate sales transactions in current or prior calendar 
year 

Legal Effective Date: 6/21/2018 

Administrative Enforcement Date: 10/1/2018

Sales Tax and Wayfair... Continued
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Ohio 
Economic Nexus Threshold: Use in-state software to sell or 
lease TPP or services in excess of $500,000 in the current or 
prior calendar year, or enter into an agreement with a person 
to provide a content distribution network and make sales in 
excess of $500,000 in current or prior calendar year 

Legal Effective Date: 1/1/2018 

Administrative Enforcement Date: 1/1/2018 

Oklahoma 
Economic Nexus Threshold: “Remote seller,” “marketplace facil-
itator” or “referrer has $10,000 in OK sales in prior 12-month 
period 

Legal Effective Date: 4/10/2018 (election to register and collect 
or comply with use tax notice and reporting must be made by 
7/1/2018) 

Administrative Enforcement Date: 7/1/2018 

Pennsylvania 
Economic Nexus Threshold: $10,000 of sales of TPP delivered to 
PA in prior 12 months 

Legal Effective Date: 4/1/2018 (delayed until 4/1/2019 for re-
mote sellers of digital products) 

Administrative Enforcement Date: 4/1/2018 

Rhode Island 
Economic Nexus Threshold: $100,000 in RI sales in the prior 
calendar year, OR 200 separate sales transactions in the prior 
calendar year 

Legal Effective Date: 8/17/2017 

Administrative Enforcement Date: 8/17/2017 

South Carolina 
Economic Nexus Threshold: As broadly as permitted under the 
U.S. Constitution, with respect to retailers that distribute 
catalogs. 

Legal Effective Date: Since at Least 6/23/1998 

Administrative Enforcement Date: No Additional Guidance 

South Dakota 
Economic Nexus Threshold: $100,000 in SD sales in current or 
prior calendar year, OR 200 separate sales transactions in 
current or prior calendar year 

Legal Effective Date: 6/21/2018 

Administrative Enforcement Date: Enforcement stayed during 
pendency of in-state litigation.

Tennessee 
Economic Nexus Threshold: Remote seller engaged in regular and system-
atic solicitation in TN and sales in prior 12 months exceeded $500,000 

Legal Effective Date: 1/1/2017 (remote seller must register by 3/1/2017 and 
begin collecting 7/1/2017) 

Administrative Enforcement Date: Enforcement stayed during pendency of 
in-state litigation. 

Utah 
Economic Nexus Threshold: In the previous or current calendar year, 
$100,000 in gross revenue into UT from the sale of TPP, any product 
transferred electronically, or services; OR 200 or more separate transac-
tions of such sales 

Legal Effective Date: 10/1/2019 

Administrative Enforcement Date: No Additional Guidance 

Vermont 
Economic Nexus Threshold: During any 12-month period remote seller 
has $100,000 of VT sales, OR 200 separate sales transactions in VT and 
engages in regular, systematic, or seasonal solicitation 

Legal Effective Date: 7/1/2018 

Administrative Enforcement Date: 7/1/2018

Washington 
Economic Nexus Threshold: “Remote seller” or “marketplace facilitator” 
has $10,000 in sales of TPP delivered into WA in current or prior calendar 
year; or “referrer” has $267,000 in such sales to WA 

Legal Effective Date: 1/1/2018 

Administrative Enforcement Date: No additional guidance 

Wisconsin 
Economic Nexus Threshold: $100,000 in WI annual sales, OR 200 separate 
annual sales transactions 

Legal Effective Date: Since at least 4/18/2018 

Administrative Enforcement Date: 10/1/2018 

Wyoming 
Economic Nexus Threshold: $100,000 in WY sales in current or prior calen-
dar year, OR 200 separate sales transactions in current or prior calendar 
year 

Legal Effective Date: 7/1/2017 

Administrative Enforcement Date: Enforcement stayed during pendency of 
in-state litigation.

This information is current as of August 10, 2018. 
*This chart assumes the remote seller will collect/remit sales tax, rather than elect to comply with notice/reporting requirements, if that is an option. 
**Legal effective date is the date the statute or regulation indicates the remote seller rules are effective. 
***Some states are seeking to apply economic nexus only for periods on/after the Wayfair decision. 
****Guidance relied upon may include informal announcements by the state or a state representative.

Sales Tax and Wayfair... Continued
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BMSS NEWS
SPA DAY 2018

PLEASE WELCOME OUR NEW EMPLOYEES! 

We enjoyed hosting our 2018 Spa Day on  
August 16th at Escape Day Spa. Throughout 
the day, close to 125 clients and guests were  
pampered with massages, facials, manicures 
or pedicures. Our CPAs enjoyed sharing  
delicious treats and conversation with our 
guests before and after their services. This 
annual event is always a favorite for our female 
clients and we always looking forward to  
hosting everyone.

Tank Tankersley joined BMSS Wesson as a wealth advisor.

Lindsey Wintzinger and Austin Jackson joined BMSS in our Birmingham office as staff accountants.

Molly Kuhn joined BMSS in our Auburn office as a staff accountant.

Welcome and we are excited to have you join the team!

CONGRATULATIONS TO OUR NEW PROMOTEES!
Staff B

Jacob Bradshaw
Stephanie Jensen
Zak Kimes
Sylvia Turner

Senior Accountant
Emily Riles
Austin Gray
Amber Lockwood
Austin Messer
Hannah Piper
Tyler Roberts
Lauren Hayles

Supervisor
Hannah Avery
Jake Bechert
Rob Lilly

Manager
Brad Brown
Tyler Crawford
AJ VanderWoude
Spencer Wise
Trae Zablan

Senior Manager
Mark Underhill
Ashley Caldwell
Kristi Cerice
Melanie Shores
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KEEPING YOU INFORMED

Primer on Qualified Opportunity Zones
Investors in self-certified opportunity zone funds may partially exclude from gross income a portion of their gains reinvested in 
the fund after holding the investment for at least five years, and they may permanently exclude post-acquisition appreciation 
in the investment after 10 years.  If you are interested in learning more about this this opportunity, please contact your BMSS 
professional.

Postcard-Sized 1040
The IRS has unveiled a new postcard-sized 1040 in an effort to replace the 1040, 1040A and 1040EZ for the 2019 tax season. A 
copy of the new form is being circulated within the tax community in the hopes to finalize the form. There is much speculation 
on whether the form will make the process more simple or complicate things since additional forms will be needed for  
people who have to report above and beyond the normal W-2 and standard deduction information. In addition, many states 
have not conformed to the changes in the federal tax law therefore adding another layer of complexity. Stay tuned as more 
information is released regarding this change to the tax process.

A U B U R N  |  B I R M I N G H A M  |  G A D S D E N  |  H U N T S V I L L E  |  O P E L I K A
w w w . B M S S . c o m

Cybersecurity Questions You Should Consider for Your Business 
Are you backing up your files? How often and do you keep a copy offsite? 

Becoming a victim of a Cyber-Attack may render your data inaccessible and systems useless through encryption. The most 
effective way to recover your systems and files is by restoring them from a reliable backup source.

https://home.treasury.gov/news/press-releases/sm421

